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(A) Billing procedures.

(B) The amount the organization will
pay towards the service.

(C) The amount the provider is per-
mitted to collect from the enrollee.

(D) The information described in
§422.202(a)(1).

(3) Announcements in newspapers,
journals, or magazines or on radio or
television are not considered commu-
nication of the terms and conditions of
payment.

(i) Provider credential requirements.
Contracts with providers must provide
that, in order to be paid to provide
services to plan enrollees, providers
must meet the requirements specified
in §§422.204(b)(1)(1) and (b)(3).

[63 FR 35085, June 26, 1998, as amended at 65
FR 40325, June 29, 2000; 70 FR 52056, Sept. 1,
2005; 70 FR 47490, Aug. 12, 2005; 70 FR 76197,
Dec. 23, 2005; 73 FR 54250, Sept. 18, 2008]

§422.220 Exclusion of services fur-
nished under a private contract.

An MA organization may not pay, di-
rectly or indirectly, on any basis, for
services (other than emergency or ur-
gently needed services as defined in
§422.2) furnished to a Medicare enrollee
by a physician (as defined in section
1861(r)(1) of the Act) or other practi-
tioner (as defined in section
1842(b)(18)(C) of the Act) who has filed
with the Medicare carrier an affidavit
promising to furnish Medicare-covered
services to Medicare beneficiaries only
through private contracts under sec-
tion 1802(b) of the Act with the bene-
ficiaries. An MA organization must pay
for emergency or urgently needed serv-
ices furnished by a physician or practi-
tioner who has not signed a private
contract with the beneficiary.

Subpart F-Submission of Bids, Pre-
miums, and Related Informa-
tion and Plan Approval

SOURCE: 70 FR 4725, Jan. 28, 2005, unless
otherwise noted.

§422.250 Basis and scope.

This subpart is based largely on sec-
tion 1854 of the Act, but also includes
provisions from section 1853 and sec-
tion 1858 of the Act. It sets forth the re-
quirements for the Medicare Advan-

§422.252

tage bidding payment methodology, in-
cluding CMS’ calculation of bench-
marks, submission of plan bids by
Medicare Advantage (MA) organiza-
tions, establishment of beneficiary pre-
miums and rebates through comparison
of plan bids and benchmarks, and nego-
tiation and approval of bids by CMS.

§422.252 Terminology.

Annual MA capitation rate means a
county payment rate for an MA local
area (county) for a calendar year. The
terms ‘‘per capita rate’ and ‘‘capita-
tion rate” are used interchangeably to
refer to the annual MA capitation rate.

MA local area means a payment area
consisting of county or equivalent area
specified by CMS.

MA monthly basic beneficiary premium
means the premium amount an MA
plan (except an MSA plan) charges an
enrollee for benefits under the original
Medicare fee-for-service program op-
tion (if any), and is calculated as de-
scribed at §422.262.

MA monthly MSA premium means the
amount of the plan premium for cov-
erage of benefits under the original
Medicare program through an MSA
plan, as set forth at §422.254(e).

MA monthly prescription drug bene-
ficiary premium is the MA-PD plan base
beneficiary premium, defined at sec-
tion 1860D-13(a)(2) of the Act, as ad-
justed to reflect the difference between
the plan’s bid and the national average
bid (as described in §422.256(c)) less the
amount of rebate the MA-PD plan
elects to apply, as described at
§422.266(b)(2).

MA monthly supplemental beneficiary
premium is the portion of the plan bid
attributable to mandatory and/or op-
tional supplemental health care bene-
fits described under §422.102, less the
amount of beneficiary rebate the plan
elects to apply to a mandatory supple-
mental benefit, as described at
§422.266(b)(1).

MA-PD plan means an MA local or re-
gional plan that provides prescription
drug coverage under Part D of Title
XVIII of the Social Security Act.

Monthly aggregate bid amount means
the total monthly plan bid amount for
coverage of an MA eligible beneficiary
with a nationally average risk profile
for the factors described in §422.308(c),
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and this amount is comprised of the
following:

(1) The unadjusted MA statutory
non-drug monthly bid amount for cov-
erage of original Medicare benefits;

(2) The amount for coverage of basic
prescription drug benefits under Part D
(if any); and

(3) The amount for provision of sup-
plemental health care benefits (if any).

Plan basic cost sharing means cost
sharing that would be charged by a
plan for benefits under the original
Medicare FFS program option before
any reductions resulting from manda-
tory supplemental benefits.

Unadjusted MA area-specific non-drug
monthly benchmark amount means, for
local MA plans serving one county, the
county capitation rate CMS publishes
annually, and for local MA plans serv-
ing multiple counties it is the weighted
average of county rates in a plan’s
service area, weighted by the plan’s
projected enrollment per county.

Unadjusted MA region-specific mnon-
drug monthly benchmark amount means,
for MA regional plans, the amount de-
scribed at §422.258(b).

Unadjusted MA statutory non-drug
monthly bid amount means a plan’s esti-
mate of its average monthly required
revenue to provide coverage of original
Medicare benefits to an MA eligible
beneficiary with a nationally average
risk profile for the risk factors CMS
applies to payment calculations as set
forth at §422.308(c).

[63 FR 35085, June 26, 1998, as amended at 70
FR 52026, Sept. 1, 2005]

§422.254 Submission of bids.

(a) General rules. (1) Not later than
the first Monday in June, each MA or-
ganization must submit to CMS an ag-
gregate monthly bid amount for each
MA plan (other than an MSA plan) the
organization intends to offer in the up-
coming year in the service area (or seg-
ment of such an area if permitted
under §422.262(c)(2)) that meets the re-
quirements in paragraph (b) of this sec-
tion. With each bid submitted, the MA
organization must provide the informa-
tion required in paragraph (c) of this
section and, for plans with rebates as
described at §422.266(a), the MA organi-
zation must provide the information

42 CFR Ch. IV (10-1-10 Edition)

required in paragraph (d) of this sec-
tion.

(2) CMS has the authority to deter-
mine whether and when it is appro-
priate to apply the bidding method-
ology described in this section to
ESRD MA enrollees.

(3) If the bid submission described in
paragraphs (a)(1) and (2) of this section
is not complete, timely, or accurate,
CMS has the authority to impose sanc-
tions under subpart O of this part or
may choose not to renew the contract.

(4) Substantial differences between bids.
An MA organization’s bid submissions
must reflect differences in benefit
packages or plan costs that CMS deter-
mines to represent substantial dif-
ferences relative to a sponsor’s other
bid submissions.

(b) Bid requirements. (1) The monthly
aggregate bid amount submitted by an
MA organization for each plan is the
organization’s estimate of the revenue
required for the following categories
for providing coverage to an MA eligi-
ble beneficiary with a national average
risk profile for the factors described in
§422.308(c):

(1) The unadjusted MA statutory non-
drug monthly bid amount, which is the
MA plan’s estimated average monthly
required revenue for providing benefits
under the original Medicare fee-for-
service program option (as defined in
§422.252).

(ii) The amount to provide basic pre-
scription drug coverage, if any (defined
at section 1860D-2(a)(3) of the Act).

(iii) The amount to provide supple-
mental health care benefits, if any.

(2) Each bid is for a uniform benefit
package for the service area.

(3) Bach bid submission must contain
all estimated revenue required by the
plan, including administrative costs
and return on investment.

(4) The bid amount is for plan pay-
ments only but must be based on plan
assumptions about the amount of rev-
enue required from enrollee cost-shar-
ing. The estimate of plan cost-sharing
for the unadjusted MA statutory non-
drug monthly bid amount for coverage
of original Medicare benefits must re-
flect the requirement that the level of
cost sharing MA plans charge to enroll-
ees must be actuarially equivalent to
the level of cost sharing (deductible,
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